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Spanish authorities are investigating whether the Mexican financial subsidiaries of Spain-based
Banco Bilbao Vizcaya Argentaria (BBVA) were used for illicit purposes. The investigation of the
Mexican institutions is part of a broader probe of allegations that BBVA used subsidiaries in Latin
America and elsewhere to launder drug profits and other funds used to make political bribes. In
addition to Mexico, authorities are looking into BBVA's operations in Peru, Colombia, Puerto Rico,
the Grand Cayman Islands, Switzerland, and Britain's Isle of Jersey. The bank also has operations in
Brazil, Chile, Argentina, Paraguay, Uruguay, and Venezuela.
The Spanish central bank, which conducted the initial investigation, turned the case over to the
government's judicial prosecutors. This would allow corruption charges to be brought against
individuals, since the central bank is only empowered to levy fines against institutions. The judicial
investigation is being led by Judge Baltasar Garzon, who gained international prominence for his
efforts to prosecute former Chilean dictator Augusto Pinochet and ex- Argentine military officer
Ricardo Cavallo, who has lived in Mexico since 1978 (see NotiSur, 1998-10-23, SourceMex, 2000-
09-06).
The Spanish government's anti-corruption agency (Fiscalia Anticorrupcion) continues to provide
assistance in the BBVA case. The investigation has targeted as many as 27 former government and
bank officials, including ex-BBVA co-chairman Emilio Ybarra.
The allegations include charges that BBVA created secret accounts to conduct illicit activities. Last
month, BBVA confirmed press reports that the central bank was investigating BBVA's decision to
deposit in an offshore account US$198 million in funds that it allegedly omitted from its balance
sheet.
Authorities probe source of funds used for bank purchases
In Mexico, Spanish authorities continue to scrutinize BBVA's mergers with Grupo Mercantil
Probursa in 1995 and Grupo Financiero Bancomer (GFB) in 2000. Authorities appear to have
uncovered some irregularities in the earlier merger with Probursa but none in the GFB acquisition.
Allegations surfaced in early April that BBVA used illicit funds, possibly obtained from drug profits,
to acquire a 48.5% share of GFB.
The allegations arose because the bank paid US$1.4 billion in cash of the total US$2.5 billion
purchase price for GFB, which was concluded in 2000 (see SourceMex, 2000-06-14). BBVA Bancomer
vehemently denied the allegations, saying the origin of the money used in the transaction was fully
disclosed from the start. "[BBVA] is not part of the investigations conducted by Spanish authorities,"
said an executive for the Mexican bank. The accusations initially raised a red flag at Mexico's
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banking and securities regulator (Comision Nacional Bancaria y de Valores, CNBV), but the agency
said there was insufficient evidence to begin its own investigation. "
An investigation by the Spanish central bank confirmed that none of the money transferred for the
transaction was part of the illicit funds that are under investigation," a CNBV spokesperson said.
Legislators from the center-left Partido de la Revolucion Democratica (PRD) are not convinced that
BBVA's purchase of Bancomer was clean.
The PRD delegations in both the Senate and the Chamber of Deputies are planning to ask the
government to conduct a full audit of the transaction. "There is a presumption that some of the
principals involved in the deal were using other people's names and that the origin of the funds
used in the purchase is not clear," said Sen. Jesus Ortega, leader of the PRD delegation in the upper
house.
Ortega said the government has a responsibility to clarify the situation for Mexican taxpayers, who
are contributing 4.8 billion pesos (US$509 million) per quarter to pay off the overdue debt that
Bancomer passed on to the now- defunct savings protection fund (Fondo Bancario de Proteccion al
Ahorro, FOBAPROA). The fund has been replaced by the Instituto de Proteccion al Ahorro Bancario
(IPAB).
Mexico's principal banking-industry organization Asociacion De Banqueros de Mexico (ABM) said
the group would reserve comment on the matter because of insufficient information. "This is a legal
matter that originated in Spain, and authorities in that country are the only ones competent to assess
the situation," said ABM president Othon Ruiz Montemayor.
Still, the allegations also created strong concerns in the Mexican financial community. BBVA-
Bancomer shares on the Mexican stock exchange (Bolsa Mexicana de Valores, BMV) have been
generally trading down since the scandal attracted major headlines in early April. BBVA Bancomer
director Vitalino Nafria said the Spanish government's investigation would not derail BBVA's plan
to expand its ownership in the Mexican affiliate to a 65% share. The company is likely to acquire
some of the Bancomer shares that the Mexican government expects to auction sometime before July.
Former executive of Probursa under suspicion
While the BBVA purchase of Bancomer is apparently in the clear for now, there are questions
about whether the Spanish bank violated the law when it expanded its ownership in Multibanco
Mercantil Probursa in the mid-1990s. BBV, the bank's name before its merger with Spanish financial
institution Argentaria in 1999, first entered the Mexican banking sector by acquiring a small share of
Probursa in 1991 (see SourceMex, 1991-12-18).
In 1995, BBV expanded its share of Probursa to 70%, becoming the first foreign bank to gain
controlling interest in a Mexican financial institution (see 1995-06-07). The Probursa operation was
eventually folded into BBVA Bancomer in 2000. The Spanish government's current investigation
of BBVA has raised questions about the origin of the funds that BBV used to purchase Probursa.
At the center of this investigation is BBVA Bancomer vice president Jose Madariaga Lomelin, who
was chief executive at Probursa in the mid-1990s. Nelson Rodriguez, a former BBVA attorney in
LADB Article Id:  53119
ISSN:  1054-8890
©2011  The University of New Mexico,
Latin American & Iberian Institute
All rights reserved. Page 3 of 3
Puerto Rico and a protected witness in the Spanish investigation, has produced several documents
indicating that Madariaga and business associate Eduardo Perez Montoya facilitated BBV's
purchase of Probursa in exchange for the bank's assistance in laundering US$159 million in funds,
presumably involving drug- trafficking profits.
The funds were said to have been channeled through a holding company that BBV established
in Puerto Rico and deposited at a bank in the Cayman Islands. Rodriguez's assertions have been
supported by information provided by the US Federal Bureau of Investigation (FBI), at the request
of Spanish prosecutors. Madariaga, who has also held such high-level posts as president of ABM
and the BMV, has strongly denied the allegations. Rodriguez's allegations have prompted Spain's
anti- corruption agency to ask the Mexican government, and specifically the CNBV, to supply all
documents pertinent to the transaction.
Finance Secretary Francisco Gil Diaz said the Secretaria de Hacienda y Credito Publico (SHCP) has
reviewed BBV's purchase of Probursa and found no evidence of irregularities in the transaction.
But Mario DiCostanzo, an economic adviser for the PRD, said the Mexican executive branch may be
unwilling to conduct a full investigation of the Spanish bank's transactions in Mexico because this
could involve opening the files related to the failed FOBAPROA bank-rescue operation.
By opening FOBAPROA files, other irregularities might come to light, said DiCostanzo. He
suggested that a legislative committee conduct the investigation to uncover the truth regarding
violations in the BBV purchase of Probursa. [Note: Peso-dollar conversions in this article are based
on the Interbank rate in effect on May 1, reported at 9.42 pesos per US$1.00] (Sources: BBC Online,
04/09/02; El Financiero, 04/11/02, 04/12/02; The News, 04/11/02, 04/14/02; Spanish news service EFE,
04/10/02, 04/13/02,04/19/02, 04/20/02; Associated Press, 04/06/02, 04/21/02; Dow Jones news service,
04/24/02, 04/25/02; Agence France-Presse, 04/25/02; Notimex, 04/10/02, 04/11/02, 04/26/02; Reuters,
04/10-12/02, 04/26/02; Le Monde (Paris), 04/27/02; Revista Proceso, 04/14/02, 04/21/02, 04/28/02;
Reforma, 04/11/02, 04/12/02, 04/15/02, 04/18/02, 04/29/02; La Cronica de Hoy, 04/09/02, 04/11/02,
04/12/02, 04/16/02, 04/17/02, 04/25/02, 04/26/02, 04/30/02; La Jornada, 04/11/02, 04/12/02, 04/15/02,
04/16/02, 04/18/02, 04/25/02, 04/26/02, 04/29/02, 04/30/02; CNI en Linea, 04/10/02, 04/26/02, 04/28/02,
04/30/02; Novedades, 04/17/02, 04/24/02, 04/30/02; Agencia de noticias Proceso, 04/25/02, 04/29/02,
04/30/02; Milenio Diario, 04/10-12/02, 04/25/02, 04/26/02, 04/29/02, 05/01/02; El Universal, 04/12/02,
04/17/02, 04/24/02, 04/26/02, 04/29/02, 04/30/02, 05/01/02)
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